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Chief, B & tovember 1957
THRU : Chief, D/3
Chief, 8/0M

\

Submission of ORR h1.1993, 'Dissstisfactions within CEMA"

1. In sccoxdance with PAM of 21 August 1957, this project is
being submitted through channels to the requestor.

- 2, 'The project is divected at uncovering and highlighting
Satellite dissatiafactions within the coordinsted economic system.
Conse. uently, the project is not in any vay a balanced evaluation
of Bloc economic coordinstion.

3. The psueity of information available on yuestion three of
the requestor's statement of objectives (idemtificetion of individuals
involved in the dissatisfactions) precluded its treatment in this
study.
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1), August 1957

MEMORANDUM FORs Assistant Director for Research and Reports

25X1A SUBJECT . Analysis of Dissatisfactions within CEMA

REFERENCE -

1, In recent months, intelligence reports have contained
evidences of dissatisfaction among members of Satellite delegations
to CEMA, This dissatisfaction has been largely due to wnwieldy
CEMA administration, wnrealistic or inequitable quota assignments,
and Soviet competition in markets outside the Blocs

‘ 2, Inasmuch as & compilation and analysis of such evidences
would be of considerable value to the Clandestine Services, it is

requested that such a study be preparednb your office. As dis-
cussed with the Services Division by of CS, it would
be par’oicularly useful if the study could inC :

25X1A

e reasons for dissatisfaction within CEMA.

b, specific jnstances in which dissatisfaction has
been expresseds

c. identif ication, where possible, of the individuals

25X1A involved.
Any questions pertaining to this regquest may be directed '
to on -’ extension 86lls
25X1A
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Qﬂice Memomndum e UNITED STATES GOVERNMENT

TO . Chief, E DATE: 6 November 1957
THRU : Chief, D/S
FROM : Chief, S/OM

SUBJECT: Submission of ORR 41.1993, "Dissatisfactions Within CEMA"

1. In accordance with PAM of 21 August 1957, this project is
being submitted through channels +o the requestor.

o, The project is directed at uncovering and highlighting
Satellite dissatisfactions within the coordinated economic systen.
Consequently, the project is not in any way & palanced evaluation
of Bloc economic coordination.

3. The paueity of information available on question three of
the requestor's statement of objectives (identification of individuals
involved in the dissatisfactions) precluded its treatment in this
study.

25X1A
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Chief, E
Chief: D/s 6 November 1957

Chief, 8/0M

Submission of ORR 41,1993, "Dissatisfeetions Within CEMA"

1. In accordance with PAM of 21 August 1957, this project is
being submitted through channels to the requestorf (7o

2. The project is directed at wncovering end highlight ’
Satellite dissatisfactions within the coordinated ec‘oncmigc;hsyi:%em.
Conseqyuently, the project is net in any way & balanced evaluation
of Bloc economic ecordination.

3. The paucity of information aveilable on question three of
the requestor's statement of objectives (identifieation of individuals
involved in the dissatisfactions) preciuded its treatment in this

25X1A
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Disestisfactions within CEMA
ORR 41.1993

25X1A
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Teble of Combents

Preface
I Introduction
ix Administrative Controls
II1 Plunning Dissatisfaetion
v Competition in Trede
¥ Failure to Fulfill Export Commitments

Y1  Fole of foland in the CEMA System
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Preface
This report describes some of the dissatisfactions within the Soviet Bloe's
Couneil for mtual EBoonomie Assistonce (CEMA). It is not = balanced evalustion
of economic coordinstion moves in the Soviet Koc, because it deals only with the

vesknesses, not with the strengths and successes of the system.

Approved For Release 2001/04/17 : CIA-RDP79T01049A001700450002-2




" Approved For Release 2004/64{17!: CIA-RDP79T01049A001700450002-2

8640

1. Introduction

Dissatisfactions vithin CEMA have occurred from time to time since its origin
and continue intermittently to the pm‘* They include chiefly planning znd
trode problems, although financisl, sdministwetive, and even personnel discontents
have occasionally been noticeable. Dissatiafsction with the CEMA system has
existed not only in Satellite countries; But alsc within China (which is not a
formal member of the orgemization), amd within the Soviet govermment itself.

The leading cause of dissstisfaction smong OWM/ members comes from the demends
made by the organization on the countries imvolved. DBecsuse CEMA requires its
members sometines to disregard their own economie interests, mationalist semtimert
has frequently arisen to combat the CBMA progrem. .hat may be sdvantsgeous for
the Bloc (in Soviet eyes), may m£ be advantsgecus for the individus) members.
Consequently, there ere examples of fzilure to s¥dde by CEMA directives in produetion
Mning, reluctance to freely trade certein criticol commodities, and price
competition over non~Bloe -arkets

The Sc;viet leaders, however, havé parsistently moved to combat Satellite
recaleitrance in amecepting economic coordination and integration. They have not
alvays been successful, but they huve forced éatellim officiacls to overcome some
resistance to the CEMA system.

II. Administrative Controls
CEM2 m‘bcrs ha{re shown reluctance to accept the administrative controls

imposed on them by CEMA end by the USSR, In 1953, China complained to Poland that

¥ CEMA i ostensibly an international organization formed by the USSR end the
East Buropean Sstellites. For practical purposes, it is s Soviet insf, ment for
coordinating and integrating the oconomies of the Soviet Hloe.
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it 444 nnrt 1ike Soviet intervention in Sino-Polish trade megotistions. The Poles
replied that they were compelled to co~ordinate sll exports with CEMA and sdmitted
this mesnt, in fact, coordinmation «1th the USSR,

Overbureaucratization has stifled the work of the CEMA Iron and Steel Committee
and 1te sub-committees. Eventually, Satellite members of the Committee vere foreed
to pegotiste among themselves without informing the Russisns, simply because of the
deademing effect on all productive activity on the part of the Comuittee's secratarist
and the Chairman's office. The Rumsions finally called for suggestions from the
datellite delegations on how to eliminate the Committee's Wuresucratic delaye. Y

III.Plenning Dissatisfection

Apart from simple cocrdination of ecomomic plans, CEMA has a8 its major planning
objective assigning to each nmember cowntry responsibility for producing specific
goods for most of if not the entire Bloc. By mid-1956 CEMA had assigned to
ench country the development and production of a mumber of such products, for
examp}e, sluwmipdun in Hungery and coal in Poland.

Prior to 1954, CEMA forbade Hungary to produce certaln textile machinery. 2/
Reportedly, Poland and Bungary had not carried cut the production assignments
made at the CEMA meeting of May, 1956. 3/ Another report notes m't'mt Germany
objected to CEM: casignments for eonstructing chemical installations in other
Satemtes. If that contimues, Bast Germen chemical speciallists believe that
incressing Sutellite self-sufficlency in chemicals will end East Jermony's monepoly
within the Bloc. U/ ifter the Pollish uprising of 1956, Gomulka served notice on
the USSR that his country will concentrate on developing its total production
pmeia, {.2., TUlfill nabmm assignments only if they ore advantugeous to
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on heavy industry and place more stress on gomsumer goods.

Following from specialization m some Satellites bave objected to certain
imports and exports as plamned by CEMA. thortly after CEMA was organi-ed, it
foreed Poland to expnrt eoal and agricultural products to Eest Germeny -aupponudby
to the detrfiment of Poland's economy. This later proved to be one of the
causes of the Polish revolt of 1956. Im early 1956 Bungary was criticized ina
CEMA meeting for importing ball bearings from France and Belgium rather than from
Bast Germsny. Hungery did not promise to stop this practice, ho.ever. 5/

In 1956, Poland requested 26,000 tons of heavy steel plates, strip, and sheets
from Czechoslovakia. This request was refused, reportedly causing considerable

111 feeling smong Folish afﬁcialx.*’

6/ At a full CEMA weeting in arsev in mid-
1957, the Soviet aglegate Saburov¥*iencountered opposition from Polish, Czech and
Eapt Cerman delegates to the effect thet demands for certsin procducts snd supplles
from these countries could not be met. A study commieaion on the problem was
established. 7/ FEEEAE the USSR reportedly has interfered with Bast German
plans to export tractors to the other Satellites by attempting to dispose of
surplus Soviet tractors through the CEMA agreements. The Bloc countries supposedly
prefer the East Cerman tractors. 8/

.Wy, the USSR, although o member of CEMA, remains somewhat independent
of the system of Bloc ecoorxdination. CEMA never rules contrery to the desires of

Soviet officlals, nor does it zssign to the USSR production or trade plans cobjection-

gble to the latter. The position of the USSR is conspucious in that it is not

#% Tow Deputy Chairmsn of the USSR State Committee for Foreign Economic Relations
{formerly GUES).

¥ CEMA wae het spe &'1‘;':(&\\\( mermbrened 1 a Lhis vefusal-
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bound in any way by CEMA pm;tuctian neslgnments. The USSR has puredased, pro-
duced and sold mha‘béver it hag wished with little 1f any "coordinstion”’ with the
other CEMA countries.

V. Competition in Trade

Opne of the sources of émtest dissatisfsction mmong members of CEMA is the
persistent element of competition among mr countries in trade both within and
outeide of the Bloc. In the fall of 1955 Poland ond Czeechoslovakia undercut
Eost German bids on trade with the Near East. At a CEW: meeting im fApril, 1956,
Czechoslovakis, Bungery, and Rumsnis complained of being undersold by Bast Germany
and Polead on freight cars for Egypt. The prices offered by the Eagt German and
Foles were 20-25% lover than those of the other three Setellites. Comsequently,
Egypt bought the cars from East Germany and Poland. 9/ Also in 1556, Bulgaria
was undercut in egg prices to Greece by Hungary and Rumenis, thus forcing Bulgaris
to lower her prices. In addition, East Germany lowvered her price for telephone
insulators to Greece 4o egual the Bulgarisn price. The contymet was given to
Eost Germamy. 10/ The Bulgeyion Govermment intended ¢0 teke these matters to
© CEMA, Btill in the seme yeur, Cuechoslovekie lost a comtrect to budld = bridge
across the Nile because the Bungarians quotad o figure of 00,000 (Bgyptisn pounds)
below the Cuech price. ‘Z_l‘._l/ Late in 1956, Boviet offieials eritici:ed East Germany
for being "too liberal” in importing dairy products from Denmark and Holland in

exchange for optiesl precision instruments. The Soviet officials statedthat

because Bagt Gérmen--imports and exports vere too high im this connection, the

&
latter 44d not fulfill its obligations to other Hloc cowntries. 12/ In 1957
land even Yoy osliavic\)

Bungary, Poland and Czechoslo*mkiafmpetad over the orxder for the Helwnn bridge
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the . .
the Egypiiens of the inability ofiHungarisn industry to meet the cosumitment. Q/

¥. Failure to Fplfill Export Commituents

4 cause of fraquent dissatisfactiem .among merbers of CEMA 18 the disruption
growing out of thé failure of vne ccuntry to meet its coordinated exnort commit-
ments. The net effect has heen to upset the importeaxperi plan of one or more
other merber countries,

In 1953 a Hungarisn 1light industry plant frequently revised its plan because
it did not receive raw materials from the USSR as scheculed. U/ 4as of February
1455, cne Eaa¥. German plant was overdus in deliveriss of machine tools and netal
goods to Czechoslovakia, Humania, Hungary, Poland, and the USSH, 15/ 1In 1956
thmﬁovaku defaulted in its contragts to supply pipes and tubes to the USSEK,
China, and Rumania. 16/ In mid-1956 East Germany postponed the delivery of a
cement factory to Bulgaria until mid=1557. The Bulgarian Foreign hinister, in
vain, complained 1o the Esst German Ainistry of Trade that the postponement would
cm;u a considerable loss to the Bulrarien econciy. 17/

Soviet officials also criticised East Germany in early 1957 for delivery delays
of machine tools which neld up plan Tulfillment of other CEHA nsmbers. In reply,
the East Oernians stated that CF-A's deéision to wultiply Germany's autonatie
nachinery construction by eight times bore no relation to the actual stock of
raw msterial availatle to its industry. 18/

Vi. Bole of Poland in the (A Bystem

The Folish uprising in October 1956 added to the diesatipfactions already
existent within the CIiA systen, 1._9/ Late in October 1956, Poland temporarily
halted deliveries of coal to Crechoslovakia and Fast Termany. Tha irmsdiate efreet

of this stoppage wae to orsate confusion znd partial disruption in ihe Czech and
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furnaces at the Furstenberg Combine in late xg?. In anotier,iron foundry combine,
five of six blast furnaces vere shmt down. The overall effects o these events on
the Last German economy m noted by the Chaiman of the East Cerman Planning
Compalesion, He stAatod, "when we lack metallurgiesl coike, the production of reolled
steel declines; when rolled steel is shori, %ixere is not emough for machine construction,
building construction and traasportetioms® The Gast Cermam economic plang had teo be
altered to reflect the lowered pr:xfucttﬁn and ihe drep in imports and exports,

The Marian fuel erisis, vwhich began prior to the Hungarian revolution,
stemmed in part from the Folish failure tc comply with its eblization to deliver
coal and coke. It is also reported that, sterting in 1957, the Foles withheld
eeal from idungary until the latter fulfilled all export eblisations L0 Poland,

The longerange effects of the Polish uprising (im so far as they ean be
deternined), have been to partially dislo-ate and retard Bloc economic coordinationy
Foland has achisved more independence wit.hjgha CiiiA system. Reportedly, Poland
hag informed the Sovietse-at least by indirection--thet CEMA decisions and assigmments
wlll have no force and effect on Foland without that country's specific approvale
Although Poland will repbmin a pert of CENA and will continue frequently tc coopere

ate with other member countries, her participation in Blee econo:.ic ecordination

can be expected to be less and iess in the future.
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